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Liquidity of commercial banks is of vital importance to liquidity of financial markets 
and even to the whole economic system. As one of the most important risks of 
commercial banks, liquidity risk is strongly unpredictable and destroyable. So 
liquidity risk management and monitoring of commercial banks have significant 
theoretical and practical applications. 
 
Based on the evidence from Chinese listed commercial banks, by combing Geske 
(1979) compound option pricing model and Chen (2012) liquidity discount model, 
this paper estimates the liquidity discount of Chinese commercial banks, attempting to 
monitor and even predict the liquidity risk of Chinese commercial banks. 
 
This paper finds that the liquidity discount of Chinese commercial banks shows lower 
volatilities during the Economic Crisis in 2008, meanwhile, asset liquidity of Chinese 
commercial banks is significantly affected by macroeconomic policies. Secondly, 
asset liquidity has close relation to its asset-liability structure, which means, debt ratio 
or NPL ratio and firm size have a significant positive effect on liquidity discount. 
Moreover, the higher the ROE, the higher the operation efficiency of banks, and then 
the better the asset liquidity in the next term. In addition, with the pure model, CAPM 
model and Fama-French three-factor model, after regressing the excess stock return of 
Chinese listed commercial banks on liquidity discount factor, this paper finds that 
there is liquidity premium in Chinese commercial banks. 
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